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Danish road and park sectors
A story of incremental institutional change
Andrej Christian Lindholst and Morten Balle Hansen
Department of Political Science, Aalborg University, Aalborg, Denmark, and
Ole Helby Petersen
Department of Social Sciences and Business,
Roskilde Universitet, Roskilde, Denmark
Abstract
Purpose – The purpose of this paper is to improve the understanding of the evolution of
marketization in the public sector as a process of institutional change.
Design/methodology/approach – The paper is based on a study of marketization and gradual
changes in the involvement of private contractors (as providers of maintenance services) in the
municipal road and park sectors in Denmark over the past 30 years. The study draws theoretically on
historical institutionalism as an interpretive framework and empirically on findings from earlier
research, register data from municipal accounts as well as new survey data.
Findings – Marketization within the road and park sectors has historically taken place through
gradual changes, in particular by processes of layering and displacement, which has added up to
substantial transformations in both sectors. Transformations relate to the levels of private sector
involvement, the purpose of using private contractors, the extent of competition and the design of
contractual arrangements. The road sector has been a frontrunner in this marketization process, while
the park sector increasingly has been “catching up.”
Originality/value – The paper contributes to the understanding of the historical development and
differential pathways of marketization within the public sector. In particular, the study highlights how
pathways of gradual change, spurred by the influx of long-term policy pressures, over time can lead to
substantial institutional transformations.
Keywords Local government, Parks, Contracting out, Public sector reform, Historical institutionalism,
Roads
Paper type Research paper
Introduction
Across countries in the western world, the past decades have witnessed a growing
emphasis on marketization defined as private involvement in the delivery of public
services (Christensen and Lægreid, 2007; Hodge, 2000). This development has broadly
been seen as part of the new public management (NPM) trend, which introduced the
public sector to private management principles, performance measurement,
contract-relationships and use of market mechanisms as an alternative to traditional
Weberian bureaucracy (Pollitt et al., 2007). While several attempts to declare
NPM-oriented reforms “aged” or “dead” have been launched (cf. Dunleavy et al., 2006),
most scholars today agree that its various principles and instruments have – at least to
some extent – become mainstay in the management and organization of public sectors
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across western democracies (Vries and Nemec, 2013). Though scattered, the available
empirical evidence indicates that contracting out has diffused as an institutionalized
practice and resulted in cost reductions within most public services where it has been
applied (Hodge, 2000; though see Bel et al., 2010).
Most previous literature on marketization has been characterized by cross-sectional
studies analyzing differences in contracting levels or contracting decisions from a
micro-level perspective (Bhatti et al., 2009; Boyne, 1998a, b; Brudney et al., 2005;
Petersen et al., 2015). There have also been a number of studies evaluating the economic
outcomes from marketization (for an overview see Bel et al., 2010), whereas the
processes through which contracting out historically have evolved into particular
institutionalized practices are scantly covered in the literature (for an exception see
Greve, 2006). Thus, little is known about how institutional arrangements of contracting
out have come into being as well as how and why they evolve (or devolve) over time.
Placing marketization within a broader historical perspective is, indeed, paramount in
order to understand how various institutional arrangements of marketization have
evolved and which factors influenced and shaped the evolution. At a global level,
neoliberal ideology has long been identified as one key driver in the diffusion of
marketization across nations (Simmons and Elkins, 2004). Still, ideology alone says
little about the more particular trajectories of marketization, which may also be a
reversible process (Breidahl and Larsen, 2015) or driven by more pragmatic economic
reasoning (Greve, 2006).
The public road and park sectors, which are the empirical focus of this study, have
been a longstanding spearhead in the marketization of the public sector, and they are
municipal service areas where the impact of NPM-oriented reforms have been evident
(Blom-Hansen, 2003; Houlberg and Petersen, 2015; Lindholst and Bogetoft, 2011). The
road and park sectors thus provide a suitable empirical setting for studying long-term
trajectories of marketization from a historical and contextual perspective. Through the
theoretical lens of historical institutionalism (Mahoney and Thelen, 2010; Thelen, 1999),
this paper examines how and why institutional arrangements of marketization have
evolved in the Danish municipal road and park sectors by providing a narrative of the
historical trajectories in the use of private contractors from the 1980s until the 2010s.
The different marketization trajectories within the road and park sectors make them
suitable for empirically analyzing and comparing how and why institutional
arrangements of marketization evolved in various ways. More specifically, the paper
examines how key aspects of marketization have evolved, including policies, the level
of private sector involvement, purposes of private sector involvement and the use of
competition as well as the development of contractual frameworks.
The remainder of the paper is organized in the following sections. The next section
provides a historical institutional framework for analyzing and understanding
marketization as an institutional change process. The following section provides a
short overview of methods and data sources. The three following sections examine the
historical trajectories of marketization in the road and park sectors within the context
of overall marketization policies in Denmark. In the penultimate section, the trajectories
of marketization are interpreted and discussed against the theoretical framework of
historical institutionalism before the conclusions are summarized in the final section.
Historical institutionalism and the trajectories of marketization
Marketization as a prominent strategy for public management reform was a dominant
characteristic of the reaction to the post-war expansion of the public sector in the late
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1970s and 1980s. Over the years, it has proven to be resilient and encompasses
a multitude of policies with the unifying notion of using competition and exit
mechanisms to enhance public sector efficiency. This includes an increased
involvement of the private sector in the provision of public services through various
forms of procurement, contracting and privatization. Here, the term marketization is
used broadly to include a family of policy tools (Salamon, 2002) that all build on the core
idea of enhancing market mechanisms in the public sector. This idea includes notions
of strengthening the exit mechanism, enhancing competition, constructing
quasi-markets, enhancing contestability, expanding user choice and increasing
transparency (Pollitt et al., 2007). In the road and park sectors, the primary type of
marketization has been contracting out through competitive tendering.
The doctrines of marketization were very different from former classic bureaucratic
ideas of “good administration,” with their emphasis on orderly hierarchies and
elimination of duplication or overlap (Hood, 1991). The basic idea of marketization
was – and is still today – that competition as a mechanism to enhance efficiency should
be given a much more prominent role in public service delivery. The dominant model of
marketization in Danish municipalities gradually became contracting out, in which the
public sector externalizes the production responsibility for specific services for a
delimited time period. Competitive tendering between private providers (and in
principle also public providers) to deliver the best bid is widely used in accordance with
EU directives on public procurement, and the winner of this contest gains the right to
deliver the services in the specified period (competition for the market).
Marketization is theorized in the various versions of the new institutional economics,
which provides arguments regarding its overall usefulness and relative utility in different
contexts (Williamson, 2000). Several mainstay theories, such as transaction cost
economics and industrial organization theory, provide arguments regarding the
conditions under which particular outcomes accrue (Bel et al., 2010; Boyne, 1998a;
Domberger and Jensen, 1997). In addition, several studies draw upon various partial
theories for explaining differences in contracting levels among municipalities and service
areas (Boyne, 1998b; Hansen et al., 2011; Petersen et al., 2015). However, while economic
institutionalism provides hypotheses concerning the efficiency of different marketization
strategies in different contexts, it seems less suited to analyze the evolution of
marketization over time, which is our purpose with this study. However, while economic
institutionalism provides hypotheses concerning the efficiency of different marketization
strategies in different contexts, it seems less suited for analyzing the evolution of
marketization over time, which is the purpose of this study.
Historical institutionalism provides a set of useful concepts for analyzing
marketization as an institutional change process (Mahoney and Thelen, 2010;
Thelen, 1999), which is conceptually familiar with the notion of a reform trajectory
within a national institutional context (Pollitt and Bouckaert, 2011, pp. 47-76).
Institutions have been defined in various ways (Scott, 2001), but most definitions treat
institutions as “relatively enduring features of political and social life (rules, norms,
procedures) that structure behaviour and that cannot be changed easily or
instantaneously” (Mahoney and Thelen, 2010, p. 4). In particular, historical
institutionalism draws on the two key concepts of critical junctures and path
dependencies as analytical tools for unraveling the temporal ordering of, and
interaction among, institutional change processes. According to Thelen (1999, p. 387),
the concept of critical juncture involves “arguments about crucial founding moments of
institutional formation that send countries along broadly different developmental
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paths,” while the concept of path dependency, “[…] suggests that institutions continue
to evolve in response to changing environmental conditions and ongoing political
manoeuvring but in ways that are constrained by past trajectories.”
A useful typology of gradual institutional change consisting of four institutional
change mechanisms has been elaborated by Mahoney and Thelen (2010, pp. 15-18).
Displacement implies the removal of existing rules, norms or procedures and the
introduction of new ones. In its most radical form, it can take the form of an
institutional revolution, in which one set of formal and/or informal rules substitute
another. Less drastic changes include large or small reforms, but gradual incremental
change is also possible. The decision to contract out part of municipal services can be
characterized as a displacement in the sense that one set of practices is substituted
with another for a part of local public service delivery, and over time such an
incremental displacement may lead to major changes. Layering implies the
introduction of new rules or practices on top of or alongside existing ones. The old
rules are not removed, but new or additional ones are introduced. In the road and park
sectors, new rules for how to organize or provide maintenance services may be added
to existing ones. Drift, in turn, implies the changed impact of existing institutions due
to shifts in the external environment. Thus, rules and procedures are not changed, but
their impact can change dramatically due to changed contextual conditions. In road
and park services, this may be, for example, changes in general (national or
international) climate or environmental regulations, which make existing regulations
outdated or redundant. Finally, conversion implies the changed enactment of existing
rules due to their redeployment. The ambiguity of rules makes it possible to comply
with them in radically different ways. For instance, local interpretations of EU
legislation concerning competitive tendering of services may change more or less
radically when a new public procurement directive is launched.
Taken together, the processes of displacement, layering, drift and conversion
contribute to our understanding of the trajectories of institutional change that may over
time produce minor or more radical changes in the road and park sectors. Moreover,
Mahoney and Thelen (2010, pp. 18-22) suggest that the presence of strong or weak veto
points in the political context and the possibilities of high or low levels of discretion in the
interpretation of the institutional rules will impact the types of institutional change
processes that are most likely to take place. However, the dominant perception of
institutional change is a gradual process that usually (and certainly in the Danish case)
takes place in the context of a relatively stable institutional system in which primarily
small and incremental changes occur. The fundamental features of the historical context
are therefore crucial to examine in order to understand the process of marketization from
a perspective of (macro-level) institutional change processes.
The theoretical concepts guiding our empirical analysis are summarized in Figure 1.
Research methods and data
Our analysis is based on an embedded case-study (Yin, 2003) of the trajectories of
marketization for provision of maintenance services in the road and park sectors in
Danish municipalities. The key data source for the analysis of the current
characteristics of contracting out is a data set generated through a survey on
organization, management and performance of road and park maintenance in Danish
municipalities (Lindholst et al., 2015a). The survey was carried out from November
2014 to February 2015 and represents data from 75 out of the 98 municipalities in
Denmark (equal to a 77 percent response rate).
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Primary respondents were highly placed road and park managers in the municipalities.
A drop-out analysis (not shown) demonstrates that the data set is statistically
representative for all municipalities regarding municipal size (number of inhabitants),
geographical distribution across the five main administration regions in Denmark as well
as the level of private sector involvement (measured by the share of maintenance budget
spent on private contractors).
The historical part of the analysis is based on several secondary sources as well as a
review of key policy documents and available historical statistics. Key secondary
sources include earlier analyses of marketization and use of private contractors in the
municipal road and park sector in Denmark. Available historical statistics include
historical survey data on the use of contracting out in technical departments in Danish
municipalities, register-based data on the number of procurements of park maintenance
in the period 1997-2003, as well as national statistics drawn from municipal accounts.
Empirical context
From an international perspective, Denmark is a small, but highly developed and densely
populated country. The population, around 5.7 million, is relatively evenly distributed
across the country, although more densely populated in a few urban centers and the
metropolitan area of the capital region. The public sector is large and tax-financed, and it
provides most welfare services freely on the basis of universal principles (Andersen and
Larsen, 2015). The public sector is organized on three levels: municipalities, regions and
central administration. The current structure consists of 98 municipalities and five
regions. The current structure was implemented after several years of preparation in
2007, and it reduced the former number of municipalities from 271, provided a more
uniform size as well as a delegated new responsibilities to the municipalities.
Key objectives of the new municipal structure were to enable a more efficient provision
and administration of services through economies of scale, professionalization as well as
the further use of reform instruments (Blom-Hansen et al., 2012).
In the post-war decades, local governments became the primary providers of welfare
state services in Denmark. Most public services, including primary schools, eldercare,
social services, local planning and urban and environmental services (including roads
and parks), have been provided by the municipalities since the 1970s. The local level
has a relatively high autonomy vis-à-vis central government in deciding on service
levels and whether services are provided through in-house provision or purchased from
the private market (Hansen et al., 2011; Sellers and Lidstrom, 2007). The public
provision of services has historically been the municipalities’ preferred form of service
delivery, although the involvement of private contractors has been gradually
1980
Initial situation
(critical
juncture)
2015
Contemporary
situation
Trajectory of marketization:
• Displacement
• Layering
• Drift
• Conversion
Relatively stable characteristics of the governance system of
road and park services in Denmark 1980-2015
Source: Authors’ own compilation based on Mahoney and Thelen (2010)
Figure 1.
Analytical
framework based
on historical
institutionalism
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increasing over the past decades. Private companies were responsible for around
18 percent of local services in 2000, which had increased to 26 percent in 2014 with
private provision representing more than 40 percent in technical services such as urban
planning as well as road and park maintenance (Petersen et al., 2015).
Danish municipalities are responsible for planning, managing and maintaining
municipal owned parks and green spaces as well as the operation of roughly 95 percent
of the 74,500 km public road network. Maintenance responsibilities have by tradition
been organized within technical departments in the municipalities, though the specific
management and organizational structures differ from municipality to municipality
(Gjelstrup, 1992; Nuppenau, 2009). Activities in the road sector are legally and
administratively more tightly regulated than activities in the park sector. While
municipalities, for example, are required by law to ensure a well-functioning road
network as part of the overall transport infrastructure, there are no mandatory
requirements for the provision of municipal parks and green spaces.
Additional differences between the road and park sectors are overall level of
spending and the involvement of private providers. The gross expenditure for all
services related to road maintenance was about seven billion DKK in 2014 – about three
times higher than the gross expenditure (1.9 billion DKK) for all services related to the
maintenance of municipal parks and green spaces (including forest and nature areas).
Overall, the expenditures for road and park maintenance account for only
approximately 4 percent of the total expenditures on public services in Danish
municipalities (Statistics Denmark).
Danish marketization policies, 1980s-2010s
The first political initiative in Denmark that explicated various forms of marketization
as systematic strategies for reforming and running the public sector dates back to the
early 1980s (Ejersbo and Greve, 2014), when the Danish economy witnessed a period of
economic austerity. Due to the economic crisis and the failure of the global economy to
provide durable solutions, the late 1970s can be considered a critical juncture in the
Danish and the global market economy, and one of the strategic responses in many
countries (particularly in the Anglo-Saxon countries) to this crisis was the introduction
of marketization in the public sector. Marketization, particularly in terms of public
procurement and contracting out, was launched alongside other tools for
modernization of the public sector, such as decentralization, deregulation, service
orientation, new technologies and human resource development. Marketization was
presented as a tool for achieving “economic or administrative benefits” with an
emphasis on delivering services in ways that are “best and cheapest.” Subsequent
governments in the 2000s also launched and promoted a public-private partnership
(PPP) agenda for private sector involvement (and investment) in infrastructure service
delivery (Petersen, 2010). In spite of several attempts to promote a broader
marketization agenda, the amount of PPP activity in Denmark has so far been limited,
and contracting out is still the dominant form of engagement with the private market.
Since the 1980s, procurement and contracting out have gradually become a
backbone in various government and administrative policies for reforming and
running the public sector (Ejersbo and Greve, 2014). The marketization agenda as well
as the wider NPM reform wave has had a profound impact on municipalities’ provision
of services. While the level of private sector involvement in the municipalities’ service
provision was estimated to be less than 10 percent in the 1980s, it has been gradually
increasing over the years and now represents 26 percent of municipal expenditures on
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services that are eligible for private provision. However, the involvement of private
companies differs greatly across services and municipalities, with the general trend
being that private involvement is high in technical services such garbage collection,
road maintenance and green space operations, and more modest in social services like
education, childcare and care for the disabled (Petersen et al., 2015).
The general approach to public sector reform in Denmark has over the years been
characterized as one of pragmatism and incremental change rather than one of
systematic principles and political ideology as well as a modest emphasis on
marketization (Greve, 2006; Jensen, 1998; Pedersen and Löfgren, 2012). However,
measured by the content of policy initiatives over the years, it is clear that right-wing
governments have promoted the marketization agenda with greater enthusiasm and
more sturdy policy instruments than left-wing governments. Especially, the
characterization of the Danish approach as one of pragmatism has been challenged
by right-wing government initiatives in the 2000s, which has sought to increase the
share of public services provided by the private sector through a mix of more or less
cohesive policy instruments ranging from reformed administrative coordination,
private sector rights to challenge public service delivery, binding targets for the level of
contracting out in local governments and political proposals concerning the
implementation of compulsory competitive tendering in specific services.
The social-democratic led (center-left) government that was in office from 2011-2015
momentarily chose to roll back the cohesive policy instruments while retaining political
support for innovation and PPPs. Recently, an incoming right-wing government in
2015 has re-emphasized private sector involvement in public service delivery and
announced that binding minimum targets for competitive tendering in the local
government sector will again be enforced.
This brief overview of Danish marketization policies for the past 30 years shows
that new pro-marketization initiatives have gradually been launched in an incremental
and steady fashion, though recent political statements by the liberal-conservative
government are set to re-launch binding targets for competitive tendering of municipal
services, which departs from a long tradition of municipal independence and could
denote the beginning of a more radical type of institutional change. In the following
section, we provide an analysis of how these marketization trends have unfolded over
the past decades with a specific focus on the municipal road and park sectors.
Marketization trajectories in the municipal road and park sectors
The following analysis is organized in four subsections, each scrutinizing key
constituents of contracting out, i.e. level of private sector involvement, purpose of
involvement, competition and contractual frameworks.
Level of private sector involvement
Public statistics show that purchases from private contractors in the municipal road
and park sectors have evolved rather differently in the period 1990-2014 (see Figure 2).
The municipal park sector has witnessed a significant increase (from 16.6 percent in
1990 to 32.9 percent in 2014), whereas the municipal road sector has witnessed a less
linear development from 35.7 percent private involvement in 1990 to 43.4 percent in
2014. If we include all road maintenance services provided by municipalities, which
also include some state and regional owned roads in the period until 1999, we even find
that the current level is only a little above the average for all years (40.4 percent) and
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that the latest figure for 2014 does not eclipse the highest observed figures from the
1990s. Historical statistics for the 1980s indicate a level of private involvement around
40 percent in the road sector.
Furthermore, what is particularly notable from Figure 2 is that the level of private
involvement in the two sectors has converged over time, which is largely explained by
a tendency of the park sector to “catch up” with the road sector.
The survey we conducted shows that today virtually all Danish municipalities use
private contractors to some degree to provide park and/or road maintenance services.
The most common alternative is a mix of public and private provision with 70 percent
of municipalities using a mixed arrangement for parks and 81 percent for roads. Merely
11 percent of all municipalities rely solely on private contractors for provision of both
services, while only 4 percent of all municipalities rely solely on in-house provision.
Interestingly, more municipalities use only in-house provision within the park sector
(19 percent) than within the road sector (8 percent). Other organizational forms, such as
inter-municipal collaboration and joint public-private companies have so far been
scarcely used, and some high-profiled attempts to create large inter-municipal
companies have ended in financial disasters, while the few known attempts to setup
public-private companies have hitherto attracted little interest from private companies.
Motives for private sector involvement
In the early 1990s, the administrative “ideology” or “tradition” in the technical
departments favored in-house provision vis-à-vis private contractors. According to
historical survey data on the use of procurement in local governments (Kommunernes
Landsforening, 2001), the main reasons for including private providers by the end of
the 1990s were cost efficiency concerns and private involvement as a political aim in
itself. Primary motives for relying on in-house provision were the long-held belief that it
provided superior performance in terms of being the “best and cheapest,” although in
the time up until the 1990s, technical departments in the municipalities generally lacked
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accountancy and performance management systems to document operating costs and
relative performance (Gjelstrup, 1991, 1992).
Our 2015 survey provides updated data on the importance of various purposes for
using private contractors and in-house provision for road and park services. The data
presented in Table I show that economic considerations in terms of test and benchmark
prices as well as cost efficiency (both mean scores ¼ 7.5 on a 0-10 scale) are the most
important purposes for using private contractors. Getting (specialized) tasks done,
which the municipality cannot provide itself, is also a relatively important purpose
(mean score ¼ 6.7). The mean scores for the remaining purposes are just around the
mean scale score (5). Table I also highlights that the respondents evaluate the
importance of the purposes differently across public and private production with a
significantly higher average of 7.1 for public services compared with 5.0 for private
contractors. The difference in public favor is statistically significant for four items,
whereas only the purpose of test and benchmark prices is evaluated by the respondents
as significantly more important with private contractors than with in-house delivery.
Furthermore, the results from our 2015 survey (also in Table I) point to the
respondents’ perception of the overriding importance of using private contractors for
economic purposes (mean score ¼ 7.5) and for the provision of services that cannot be
provided in-house (mean score ¼ 6.7). Interestingly, the findings indicate that private
contractors are nowadays used for narrower purposes of testing and benchmarking
prices compared with the broader range of aims with in-house provision. In comparison
with previous studies, we find that the motives for using private contractors
(specialized tasks and buffer) in the early 1990s are still important but are now
overshadowed by more direct economic concerns.
Competition
A key dimension in marketization and the use of private contractors is the use of
competition to drive economic efficiency. While all public purchases are required to be
done with cost efficiency in mind, not all purchases are undertaken as public
procurements, i.e. open tenders. According to an earlier study (Nuppenau et al., 2005),
about 10-15 percent of total park maintenance budgets were spent in the 1990s on
Mean scores
Importance of purposea
Private contractors
(n¼ 67)
In-house provider
(n¼ 61)
Score
differenceb
High maintenance quality 5.1 7.6 2.5***
Cost effective maintenance 7.5 7.3 0.2ns
Effective management of maintenance 5.2 7.7 2.5***
Test and benchmark prices 7.5 6.8 0.7***
Provide work the municipality/private
cannot do 6.7 6.6 0.1ns
Develop and renew areas and services 4.6 6.5 1.9***
Develop internal organization and work
routines 5.0 7.1 2.1***
Notes: ns, non significant. aItems measured by an 11-point response-scale with anchors (0¼ “not at
all” and 10¼ “very high degree”). bDifferences evaluated with one sample t-tests at significance levels:
*po0.1; **po0.05; ***po0.01
Source: INOPS survey data
Table I.
Importance of
purposes for using
in-house provision
and private
contractors
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purchases from private contractors appointed through a process of less formalized
bargains with invited tenders from typically three or more local private contractors.
Similarly, a study of competition in the road sector found that purchases based on
informal bargains without a public tender were widely used in the municipal road
sector in the 1990s (Konkurrrencestyrelsen, 1999).
Survey data for 1994-1999 (Kommunernes Landsforening, 2001) showed an
increasing number of municipalities that recurrently procured road and park services.
For roads, a total of 475 procurements were recorded, of which 208 were recurrent
procurements. The figures indicate that by the mid-1990s public procurement had
become a widespread practice in the municipal road sector. For parks, merely
32 procurements were recorded for 1994-1999, thus illustrating the smaller role that
private actors have historically played in this sector. Also, only five contracts were
recurrent procurements, whereas 27 were first time procurements. A subsequent
register-based study of procurement practices in the park sector (Nuppenau et al., 2005)
indicated a significant increase in the number of procurements after 1999 (a total of
70 procurements from 2000 to 2002). Furthermore, state authorities with responsibility
for historical buildings and royal parks owned by the state contracted out almost all
park maintenance services in the period from 1998 to 2004 (Lindholst, 2008). The study
by Nuppenau et al. (2005) indicated that about two-thirds of all public tenders in the
park sector were won by private contractors, while the remaining one-third were won
by public contractors.
Today, public procurement has become a prevalent practice in both roads and parks.
Our 2015 survey data show that the vast majority of all Danish municipalities use public
procurement within the two sectors. About 79 percent of those municipalities that use
private contractors have openly procured park services at least one time within the last
ten years. The similar figure for the road sector is 93 percent. The share of municipalities
that use private contractors without formal use of public procurement, i.e. informal
invitation of tenders, is moreover higher in the park sector (18 percent) than in the road
sector (4 percent). Some differences across the two sectors still persist, although to a
much smaller degree than witnessed in previous decades.
Contract standards and regulatory frameworks
Effective use of public procurement and contracting out requires well-functioning
market institutions including supportive legal-regulatory frameworks (Vincent-Jones,
2000). The legal-regulatory framework and common standards for public procurement
and contracting out with relevance for both the road and park sector have evolved
substantially in the period from the 1980s to the 2010s. Public procurement in Denmark
has in the 1990s and 2000s been regulated by both national and EU-regulations in a
rather complex regulatory setup. At the sector level, common contractual standards
have been in place since the early 1990s: “AB92” from 1992 is a widely used contractual
standard for construction works, which is also used in maintenance works. In addition,
in 2003, a specific contractual standard, “ABService,” was developed for procurement
of services and maintenance works.
In both the road and park sectors, standardized professional vocabularies for
specifying maintenance standards have been developed in the late 1990s (published
respectively in 1998 for parks and 1999 for roads) and later revised in both sectors.
State authorities have moreover spurred and supported the development in both
sectors. In both sectors, the drivers were requirements to meet tighter financial
conditions (e.g. limited budgets) and support the use of competitive tendering and
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contracting out. The methodology for specifying maintenance standards has been
based on a “transactional” paradigm focussing on the needs for defining quality (in a
measurable way), competitive pricing, control/monitoring and follow-up on service
provisions (Lindholst et al., 2015b).
In the 2000s, the road and park sectors witnessed the development of alternative and
more collaborative approaches to contracting out. The development reflected the
previously mentioned growing focus on the national policy agenda on partnerships and
new ways of organizing public-private relations. In the park sector, a concept of
“integrated park management” introduced a framework for integrating strategy,
investments and development as part of a collaborative approach to contracting out.
In the late 2000s, the park sector also witnessed several experiments with various
so-called “holistic approaches” to contracting out based on multiple performance
measures as well as a collaborative approach. In the road sector, collaborative
contractual approaches to maintenance termed “partnering” were developed from the
early 2000s onwards and implemented by the national road authorities as well as
promoted for use in the municipalities. Partnering involves a formal collaborative
arrangement in which partners engage in the process under a shared vision, joint
activities and mutual economic incentives. Partnering provides flexibility in
maintenance contracts in urban zones with relatively unpredictable conditions.
During the early 2000s, the municipalities also started to use long-term
performance-based maintenance contracts in the road sector with the purpose of
ensuring a more efficient mix between investment and maintenance costs under
relatively predictable conditions particularly in rural areas. By 2015, our survey data
indicates that about 20 percent of all municipalities use long-term road maintenance
contracts, typically running between ten and 15 years. Furthermore, in 2013, the
first PPP in the road sector delivered a new state highway including a 26-year
maintenance period.
Finally, our 2015 survey provides insights regarding the overall importance of key
contract dimensions, which covers standard as well as more collaborative approaches.
Table II shows the importance of eight formal contract dimensions. Dimensions
inherent to a more standard or “transactional” approach to contracting out (A, B and C)
are generally found highly important. Three dimensions, competence requirements (D),
service specifications based on functionality and purpose (E) and formal collaboration
Importance of formal dimensiona
Mean
score SD
A. Juridical clauses/agreement (yy) 7.8 2.3
B. Service specification based on quantities and instruction and performance measures 7.7 2.3
C. Formal sanctions in case of non-compliance 6.7 2.9
D. Competence requirements 6.6 2.4
E. Service specification based on functionality and purpose 6.4 3.0
F. Formal collaboration and joint planning 6.0 3.0
G. Contractor’s involvement/contact with users 2.9 2.8
H. Economic incentives for investment, improvements and optimization 2.8 2.8
Notes: n¼ 67. aAll items measured on a scale from 0 to 10 (0¼ “not at all,” and 10¼ “very high
degree”) for the question: “on a scale from 0 to 10, please indicate in which degree the following content
is a central part of your department’s arrangements with private contractors
Source: INOPS survey data
Table II.
Importance of eight
formal dimensions
in road and park
maintenance
contractors
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and joint planning (F) are found to be of medium importance. Dimensions related to
alternative approaches (in G and H) are on average found to be less important. This
indicates that more full-fledged partnership arrangements have still not found
widespread use in Danish municipal road and park maintenance. The dominant
approach relies on well-known contractual features, though a minor fraction of
municipalities have in fact adopted alternative approaches to engaging with private
providers in road and park maintenance.
Discussion
Table III provides a summary of the trajectories of marketization in the municipal road
and park sectors based on the analysis presented in the previous sections. Most notable,
the use of private providers in the park sector increased from a very low
(or non-existing) level in the early 1990s to a substantial level by the early 2010s. The
time around 2000 is characterized as an era where the use of private providers “took off”
in the park sector. For the road sector, in contrast, the figures indicate that contracting
Sector
Decade Road Park
1980s Private provision around 40 percent
Full scale contracting out at the state level (state
roads and highways)
Low level of public procurement/competitive
tendering
Auxiliary use of private contractors (specialized
tasks or as buffers)
Private provision around 10 percent (for
specialized tasks)
Low or non-existing use of public
procurement and competitive tendering
1990s Private provision around 40 percent
No increase in the share of private contractors
Common vocabulary for service specifications is
developed and integrated into a full “paradigm”
for public procurement (1999)
Increased cost motives for public procurement
Slow increase of private provision from
around 16-20 percent
Little use of private contractors and few
cases of competitive tendering and
contracting out
Full scale contracting out initiated at the state
level (royal and historical parks)
Common vocabulary for service specifications
is developed (1998)
Increased cost motives for public procurement
2000s Private provision slightly decreasing to
35 percent in 2007, but steadily increasing
hereafter
Experiments with alternative contracting
concepts (long-term performance contracts and
partnering)
Revision of common vocabulary in 2001 and
2005
Unsuccessful experiments with reforms by
inter-municipal corporations
Private provision takes off and increases
from around 20-30 percent
Full “paradigm” for public procurement
made available
Introduction of alternative concepts for
contracting out
Unsuccessful experiments with reform by
inter-municipal corporations
2010s Continued increase in private provision to
44 percent in 2014
Long term (+10 years) maintenance contracts
become widespread
First PPP project implemented at the state level
Private provision increases from around
30-33 percent in 2014
Revision of common vocabulary for service
specifications
Experiments with alternative contracting
concepts (e.g. balanced score card principles)
Table III.
Summary of
trajectories of
marketization in the
municipal road and
park sectors
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out has been commonly used by municipalities throughout the 1980s and 1990s,
although the 1990s still marked a period where services were increasingly externalized to
private providers. As of today, the two sectors still witness some comparative differences
with regard to the extent of private provision, although the park sector has increasingly
been “catching up” with the marketization situation in the road sector.
Overall, the trajectories of marketization within the road and park sectors have been
characterized by both displacement and layering within the four dimensions examined
in the previous section. From the perspective of historical institutionalism, the level of
private sector involvement in municipal road and park maintenance has developed
incrementally with no or very few examples of radical changes. Hence, the change in
private involvement can be characterized as a process of gradual displacement
whereby public (in-house) provision has been incrementally replaced with contracted
out service delivery. Some examples of layering have been highlighted, illustrated, for
example by the introduction of inter-municipal collaboration and public-private
companies, although the use of these alternatives has so far been modest. Moreover,
the analysis revealed that the level of private involvement has changed most
substantially for the park sector during the past three decades. Hence, the park sector
has witnessed a more pronounced displacement of in-house provision with private
contractors than the road sector in the period.
Regarding the purpose of utilizing private providers, both sectors have witnessed a
process of layering through an incremental increase in the emphasis on cost savings
and efficiency as key purposes. Notable, efficiency concerns have displaced the former
purposes (“specialized tasks” and “buffer”) as the most important purpose. Also, formal
competition, in terms of public tendering, has been introduced and has replaced the
informal practices of assigning contracts to private companies in both sectors. Another
noticeable form of institutional change is the substantial layering of novel types of
contractual frameworks, which has introduced new forms of partnering and
collaboration on top of traditional contracting regimes. This layering process has
been more pronounced and characterized by more complex contractual arrangements
in the road sector than in the park sector.
The overall institutional change processes through which marketization in the
Danish municipal road and park services have evolved can best be described as
incremental and adaptive processes characterized by a gradual layering of new
production methods, frameworks and purposes upon existing ones. Thus, by means of
many small steps, these institutional change processes have gradually resulted in a
partial displacement of public service provision with private delivery. Although Danish
marketization trajectories have clearly been of an incremental nature, over the past
three decades, the concerted outcomes have been rather substantial increases in the
level, form and purpose of private sector involvement.
Marketization is probably also an irreversible process in the Danish context. Using
management models for running road and park maintenance in the 1980s would not
fare well in the 2010s. The old municipal monopoly of park maintenance has gradually
been supplanted and in some instances even replaced by a marketization regime in
most municipalities. The trajectories of gradual marketization are furthermore
characterized by convergence between the road and park sectors toward more
widespread use of marketization. In particular, the park sector seems to have been
“catching up” with the road sector with regard to the level of private involvement as
well as the use of public procurement. Nonetheless, the road sector is still “leading” in
terms of the degree of marketization and innovation in the use of private contractors.
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The gradual increase in the marketization of municipal road and park services should
be interpreted in the context of the general NPM-policy push toward greater private
involvement throughout the past three decades (Hansen, 2010). For both sectors, these
transformations have taken place in a national policy context of central government policy
and regulation promoting a greater use of private providers. Although no overarching and
cohesive reform initiatives have driven this development, various Danish governments
have actively endorsed a greater use of contracting out of municipal services in the period
(Christensen and Petersen, 2010). Thereby, the high degree of municipal autonomy, which
characterized municipal service delivery in the 1970s and 1980s, has been gradually
displaced by more cohesive policy instruments such as binding targets for overall
contracting levels and sector-specific legislation expanding the use of private providers.
Over the years, these developments have gradually delimited Danish municipalities’
leverage to choose between public and private providers. Yet, when interpreting the
central push for increased marketization in the Danish municipalities, one must
highlight that no comprehensive government reform enforcing marketization upon the
municipalities has (yet) been implemented. Rather, increased marketization has been
decided step-by-step by local government politicians of different political inclinations
acting under various economic, structural and ideological pressures (Bhatti et al. 2009;
Petersen et al., 2015). The survey of road and park services shows that the majority of
municipalities have implemented a mixed model consisting of both public and private
service delivery. Only a few municipalities have implemented full scale marketization
or rely solely on in-house provision.
In spite of renewed pressure from the recently incoming liberal-conservative
government, the principle of local government autonomy with regard to choosing
between in-house (public) and private provision of municipal services still prevails
within most local services. In some ways, the Danish tradition of local government
autonomy seems to have worked as a moderate veto point –much weaker than the veto
points of the American federal system, but somewhat stronger than in the UK.
Conclusions
This paper set out to analyze the trajectories of marketization from 1980 to 2015
within the Danish municipal road and park sectors using a historical institutional
perspective. The theoretical framework of historical institutionalism proved useful in
structuring the empirical analysis and also provided insights regarding the interplay
between the national institutional context and local reform trajectories. The findings,
summarized in Table III, show how marketization within the municipal road and park
sectors in Denmark has evolved with regard to key features such as overall trajectory
and level of marketization, basic model of marketization, introduction and refinement of
contract and service standards as well as purposes of private involvement.
The historical analysis highlighted how the municipal political-administrative
system has been the relatively stable backdrop, being responsible for the delivery of
road and park services throughout the three decades analyzed in the paper. The
municipal reform in 2007 did not change that, but the larger municipal organizations
were, allegedly better suited for contracting out and collaboration with the private
sector. The steady increase in private involvement in road and park services from 2007
onward supports this interpretation. A key finding was that the initial situation in the
early 1980s was very different in the two sectors, with park services delivered almost
exclusively by the municipalities and almost no private provision, while municipal road
services were characterized by a mix of public and private providers.
470
IJPSM
29,5
D
ow
nl
oa
de
d 
by
 P
ro
fe
ss
or
 M
or
te
n 
Ba
lle
 H
an
se
n 
A
t 0
7:
26
 1
1 
Ju
ly
 2
01
6 
(P
T)
The overall reform trajectory from the 1980s to 2015 has been characterized by a
gradual convergence between the two sectors toward a greater use of marketization,
though the vast majority of municipalities are using a mixed delivery model with a
significant degree of public provision. Processes of displacement and layering have
characterized the reform trajectory, and the overall pattern of institutional change in the
Danish municipal road and park sectors clearly resembles an incremental rather than
radical change process. Municipal leverage to choose between various production
alternatives has increasingly come under pressure from the central government – mainly
promoted by right-wing governments – which has pushed for an extended use of private
providers through the launch of pro-marketization policies and regulations.
The result of this institutional change process is quite tangible in the sense that the
level of private sector involvement is now at its highest, though private provision of
park services (33 percent) is still less pronounced than in road services (44 percent).
Although there has also been a gradual increase in the use of alternative forms of
private service provision from the early 2000s onwards, the dominant marketization
model is still a classical model of contracting out with a focus on cost efficiency. In the
context of incremental institutional change processes in the political, institutional and
regulatory framework, contracting out has thus showed much persistence as the
dominant form of marketization over a period of more than three decades.
While the analysis had some data limitations especially due to its reliance on
secondary data concerning the 1980s, the paper brings new and important insights
concerning long-term changes in the institutions of marketization across two different
but related policy sectors in Denmark. These insights complement the dominating micro-
level analysis of contracting decisions by showing how the institutions of contracting out
have evolved over time. The study has also illustrated the complex interplay between
institutional features of the Danish system across central and local levels of government,
thus highlighting the multi-level governance aspect of marketization policy and
regulation. Further analyses combining micro and macro perspectives on marketization
have the potential to take our knowledge another step further.
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